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TULSA, 


Comment 


OKLAHOMA 


came to my attention § re 
1 9 . ° 
a stock broker’s circular as I re 


eflect 


cently, in 


call it, to the “that the relatively 


high prices of petroleum company stocks 


represent the eftlorts ot  conservatis 


investors to provide themselves with a 


hedge against inflation.” Well, this point 


of view may have some merit deep eco 


nomics are beyond my ken. But one rea 
son that prices are relatively high, as de 
noted in the modest incomes obtainable 
on some stocks, is that foresighted people 
consider oil in the ground as a good asset 
to have. There may be more petro 


leum discovered after drilling becomes 


freer than it has been in war time, what 
with labor shortages, price restrictions and 


so on, but this age promises to become 


more of an “oil age” after the conflict 


ends than it was before 1939, and a verit 
able flood of petroleum will be necessary 
to meet the renewed civilian requirements 
for motoring, flying, etc. Doesn’t the ex 
pansion of air flight into territory never 
flown over before suggest that the aircratt 
prospect, alone, forecasts a demand in this 


field that was only dreamed about before 


19392 


COLUMBUS, 


My copy of Ti 


GA. 
EXCHANGE not only 
keeps me pretty well informed about the 
business I lett behind to join up with 
Uncle Sam, but | 


lay it down, someone grabs it to read, too. 


note that as soon as I 


Results; some lively discussions of securi- 


ties—mostly common stocks—and ques- 


tions aimed at me by other G. I.’s who 
either want to keep in touch with the mar- 


kets or are about 


thinking investing 
money after they get home again. 


Pvr. W. M. C. 


CLEVELAND, O. 
1943, the Dow, 


Co. railroad stock average was 3 


At the end of ones & 


J 
3.56; at 
the end of May this year, it was around 
40, showing a gain of about 16 per cent in 
five months. Speaking of capital gains, a 
little more emphasis could be laid on such 
a’ price improvement among a_ recently 
despised and ignored group of stocks than 
I have noted anywhere. Of course 16 per 


cent in five months would have been 
viewed as a mere trifle in the boom of the 
20's. Just small potatoes. But it was really 
significant for these more staid times in 
individual 


issues shows that some ot them moved up 


securities; and examination ot 


several times more than 16 per cent in the 
period. The market seldom lacks oppor- 
tunity for capital growth when main ten- 
dencies are studied and patience is exer- 
cised. Still, I imagine that investors can 
be found who still maintain that real rail- 
road growth ended years ago. 
| a 
BALTIMORE, MD. 


Being in a position to ask questions be- 


Ey, FR: 


fore groups of workers in war plants re- 
cently, a response that surprised me might 
he of interest to people interested in the 
distribution of investment securities. This 
was the question: Do you give thought 
before buying War Bonds of Series E and 


F to the fact that, if the bonds are held 





a Letters to the editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


until the time comes for the Government 
to retire them, you can consider the money 
received not only as savings but as in 
come? This was assuming, in accordance: 


with the preceding conversation, — that 


bonds were being bought — regularly, 
weekly or monthly, through payroll appli 
cations or otherwise. The number of men 
who considered War Bonds in that light 
was considerable, so many, in fact, that | 
was impressed by the long-range invest 
ment thinking that goes on behind the 
machines in industrial plants. 


G. W. D. 
NEW YORK CITY 

Whatever the state of the securities mar- 
ket—rising, falling or merely edging side- 
Wise,—investment advisors I have con 
sulted seem always to suggest that part of 
my resources he kept in cash “in order 
to take advantage of price opportunities 
as they arise.” Seems to me that there 
ought to be times when an investor should 
be fully invested. ... After all, investors 
want income. Money lying in a bank 

account produces little if any interest. 


i. H.C. 
HARTFORD, CONN. 


Traders who sold their stocks in late 
July and early August last year had op 
portunity to buy them back at lower levels. 
The Dow, Jones industrial average moved 
from around 145 on July 12 or thereabouts 
to around 135. The opportunity was of- 
fered, but did they buy? Certainly there 
was little active bidding after August 15. 
But investors who carried on now see the 
average back close to last year’s high. 

Soe ik. 
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A CONSERVATIVE VIEW 


By William W. Craig 


| OF POST-WAR NATIONAL INCOME | 


OME publicly-discussed estimates of 

national income considered neces- 
sary for the general welfare after hos- 
tilities shall cease reveal signs of hope- 
ful wishing which extend far above 
the ceiling of realism. 

Since 1941 it has seemed that parti- 
sans of things-as-they-ought-to-be have 
marked their estimates higher after each 
set of Department of Commerce figures 
on the nation’s income has been made 
public. There is danger in such proc- 
esses that normal and reasonable ex- 
pectations for the years of readjustment 
will become so distorted that much dis- 
appointment might be found in the 
actual results. 

The broad fact of it is that with 50 
to 60 per cent of America’s productive 
facilities engaged on war work at high 
speed, with over-time wages and _ bo- 
nuses swelling the income of labor, 
there is bound to be a great change 
when war orders are discontinued. 


Whatever the volume of the industrial 


output and the movement of freight 
prove to be in the earlier years of peace, 
the over-time wages and bonuses are 
not going to be what they were in 1943 
and what they are in 1944. 

In seeking to view the broad outlook 
without setting the observer's sights too 
high, compensation to employes, as the 
Department of Commerce tabulates 
wages and salaries, are to be examined 
first. (See table.) Of the $147,g00,000,000 
estimated national income in 1943 no 


less than 71 per cent was credited to 


this item, That was close to three-quar- 
ters of the entire amount. Average 
hourly earnings of factory employes 
have been raised approximately 50 
per cent since the end of 1940. Without 
counting in over-time, premiums and 
shift bonuses, the increase is calculated 


at about 40 per cent. 


Product of War 


In the main, these advances have 
been the product of war demands for 
goods needed in vast quantity and with 
speed. It might be argued that peace 
goods will be needed in large quantity 
and as speedily as the factories can 
turn them out after the war. This is 
considering the year to 3 years of peace 
production during which a war-brought 
vacuum in consumer buying of neces- 
sities will be filled. But peace demands, 
while they may be urgent, will hardly 
have the urgency of the requirements 
of war, and private employers figure 
buying power of the wage-dollar more 


closely than a public employer is ready 





NATIONAL INCOME BY YEARS. 
(In billions of dollars) 


1938 1939 

Total Nat. Income 64.2 70.8 
Comprised in— 

Comp. to Employes 45.1 48.1 


Agriculture .... 4.0 4.3 
Individual Prop. 6.1 6.9 
Int. Rents & Royalties.. 7.3 7.3 
Incorporated Business 1.7 4.2 
FRB Index of Indus. Prod. 89 109 


.- AND A POST-WAR ESTIMATE 


Early Post 
War 


1940 1941 1942 1943 1929 Years 
77.6 96.8 121.6 147.9 


S35 193.) 


Zs 64.5 83.8 105.2 34 774 
4.4 6.3 9.7 123 5 79 
7.6 95 10.9 11.6 8.4 10.0 
12 8.0 8.8 oS 9.4 9.2 
5. 8.5 8.4 8.9 ye 8.6 
25 162 199 239 110 165 








to weigh it in time of a great emer- 


gency. 

Nevertheless, the probability is that 
wages after the war will remain high; 
some economic forecasts hold that they 
will, on the average, be 30 to 40 per 
cent higher than in 1940. In the table 
of estimated divisions of national in 
come which accompanies this article, 
the compensation of employes is fore- 
cast at about 70 per cent of the whole. 


In 1940 the workers’ share was 67 per 


likelihood 


will be some- 


cent, and, in contrast, the 
that the cost of living 
what higher after price controls are re- 
laxed makes a 70 per cent ratio rea- 
sonable. 

The tabled estimate that farm income 
may decline from the $12,300,000,000 of 
1943 to $7,900,000, 01 OO May appear dras- 
tic. The recession would be, however, 
only 36 per cent, whereas indexes of 


wholesale prices show that the average 


level of farm prices has risen about 84 
of 1940. 


goods which the 


per cent since the middle 


Should the prices of 
farmers buy increase 10 per cent after 
the war, there would still be a reason- 
able margin of profit in the industry. 
The projected aggregate of farm income 
would still be higher than in 1941, a 
year which was not too poor for 
farming. 


Individual proprietors are prominent 


in the plans under formation to pro- 































larly Post-War Y ears. 


mote employment after the armed 
forces begin to return to peace-time pur- 
suits. It is upon the enterpriser, the 
aggressive employer of others, that 
much reliance will be placed to take 
up the slack, and present indications are 
that he will be encouraged by capital 
and political interests to push ahead. 
The tabled estimate of $10,000,000,000 
income of this class of producers allows 


for a moderate decline from 1943, when 


thousands of machine shop, small fac- 
tory and other owners were engaged 
largely on war work. Still, the estimate 
leaves them as a group in a better posi- 
tion than in 1941 and considerably bet- 
ter off in the national scheme than in 
preceding years. 

The projected net income of $8,600,- 
000,000 for incorporated business in 
early, normal peace years presupposes a 
high degree of industrial activity, and 
it could be maintained that, in compari- 
son with pre-war years, the figure is 
too high. It would allow for an increase 
of $100,000,000 over results in 1941, but 
a gain over that year’s Department of 
Commerce credit to corporations could 
be conceived for several reasons. A re- 
laxation in corporate taxes, expected 
with the ending of government war 
outlays, would stimulate manufactur- 
ing and it is reasonable to expect that 
prices for many products will be some- 
New 


nomical plant facilities should aid in 


what higher. and more eco- 
increasing production of certain impor- 
tant peace goods; and the signs are 
clear that private and public forces will 
be active to the end of stimulating em- 
ployment, thus helping enlarge pro- 
duction by encouraging consumption. 


Estimated Rise Over 1941 


The tabled estimates, on the whole, 
presuppose production in the early 
peace years somewhat higher than in 
1941 with a national income increased 
over that year by about 16 per cent. So 
conservative a projection would hardly 
satisfy the exponents of a necessary in- 
come of $125,000,000,000 to $150,000,- 
000,000 in order, as it is argued, that the 
welfare of everyone in America be safe- 
guarded. Such estimates may not be 
fantastic but they transcend anything 
ever approached before in this country’s 
peace-time history . anything ever 
of 


(continued on page 6) 


dreamed before a world war of 














What Becomes of War-Time 


Corporate Earnings ? 


QO examine corporate earnings 
these days in order to see what 
happens to them under a war economy 
is an adventure in large figures, so far 
as gross income is concerned, with an 
anti-climax as net after costs and 
charges is reached, and a jolt after the 
tax collector’s handiwork is scanned. 
On the next page Tue Excuance pre- 
sents an exhibit of 22 corporations with 
securities listed on the New York Stock 
Exchange. The earnings included are 
those of 1943. The results register 
in impressive fashion, until the reader 
gets down to net earnings. When it is 
found that the employment of $20,- 
069,624,000 of assets produced $14,- 
632,118,000 worth of business, the in- 


vestor is not a little awed by the 
power of the American corporate sys- 
tem at a time when immense produc- 
tion is necessary to carry the nation 
through a grave crisis. The fact that 
owners of so many as 148,204,000 shares 
of stock in the 22 corporations are in- 
timately concerned in those earnings 
detracts nothing from the immediate 
thought that the stockholder’s position 
looks comfortable. 


Gross Cut Down 


But carry on to the residue after the 
14 billion plus is whittled down to its 
understructure by the elimination of 
labor costs and other operating ex- 


penses, depreciation and so on, and a 


shrinkage to $2,916,034,000 is revealed 
as what remains as income before 
taxes. Still, in terms of the outstand- 
ing common stock, the net before taxes 
is equivalent to nearly $20 a share, 
even after allowing for an average of 
$6 a share in dividends on the com- 
panies’ outstanding preferred. 

Then, however, the table introduces 
a fly into the ointment. The tax col- 
lectors, Federal and State, reach into 
the statistics and take out $2,107,- 
635,000! 

Net profit earned in a year upon 
more than $20,000,000,000 of assets 
melts down to $808,398,000.  Further- 
more, the hand of industrial realism 
in the most expensive war of history 
dangles several unenticing conclusions 
before investors’ eyes. The ratio of 
taxes to gross income is found to be 14.4 
per cent; that is, 14 cents and more of 


each of the $14,000,000,000-odd of gross 





22 CORPORATIONS RESULTS FOR 1943 








$20,069,624,000 


$14,632,118,400 


148,204,802 SHARES 
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OUTSTANDING ALL TAXES AFTER TAXES 
$485,066,000 $3.27 $14.22 14.4% 260.77% 
Ea ERE GROSS INCOME 
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earnings went for taxes, and as taxes 
are a charge ahead of everything else, 
the 14 cents per dollar were antecedent 
to the payroll and salary account. 

But this relationship is relatively 
small. The ratio of taxes to net income 
left after taxes are paid is discovered to 
be 260.7 per cent. In other words, for 
every dollar of final net income of the 
22 corporations, taken together, the tax 
gatherers took $2.60! 

At this point the stockholder may 
wonder whether he can absorb any 
more startling information in cold 
statistics, but another jolt is coming his 
way. The total of taxes was equivalent 
to $14.22 per share of common stock, 
a large total at any time, 

The companies in the table comprise 
a representative cross section of Amer- 
such as 


Motors, 
United States Steel and Westinghouse, 


ican business. A number, 


Douglas Aircraft, General 
are known to be heavily and directly 


engaged in war production. However, 


most of the list would not be consid- 
ered as dominantly engaged in war 
work—National Biscuit, Eastman Ko- 
dak, Loew’s, to mention several of this 
class. A gold mining company is in- 
cluded; also a 5-and-10-cent store con- 
cern, a glass making company and sev- 
eral public utilities. 

Although few corporations are not 
stimulated by war orders and services 
of one kind or another, the list is far 
from being in the category of “war 
babies.” On the contrary, the roster of 
listed concerns leans, if anything, 
toward companies notable for produc- 
ing for the arts and requirements of 
peace, indicating that the statutes deal- 
ing with excess profits taxes play no 
favorites during a world war. 

In the accompanying study it is to be 
noted, incidentally, that the column- 
heading, “All Taxes,” means just that; 
all traceable, statutory charges are in 
cluded in the figures for each company 
involve Social 


and these Security, 


Workmen’s Compensation and the like. 
An_ additional fact which investors 
would like to ponder was not obtain 
able from more than a few of the cor 
porate annual reports for 1943: this was 
the ratio of labor and salary costs to 
total operating expenses. The majority 
of the cited corporations lumped these 
items with general expenses. 

American Tobacco Company’s huge 
ratio of taxes to net income is explained 
in the table’s footnote which might be 
overlooked by the casual reader. 

High taxes supply a subject of serious 
study for investors in all corporations, 
but to remove some of the unpalatable 
savor from the tabled figures, reference 
might be made to dividends paid 
despite tax inroads upon earnings. The 
average dividend payment in 1943 on 
common stocks of the 22 companies 
was $3.27 a share, indicating that a not 
indifferent yield on many of the issues 
was returned at going prices during the 


greater part of the year. 




















J MM e 
Assets, Income and Total Tax Payments in 1943 of 22 Selected Comp | ani« 

Total Assets Common or 

at End of Capital Stock Gross Income 

Company Corporate Outstanding from 

Fiseal Year — Shares — All Sources | P 
RCI ET te ee er eis ele aray Simla: Bil irene: awk Shela Rees $ 231,103,056 2.473.998 $ 194,806,117 Ss *t 
American Telephone & Telegraph Co.........5.......+2205- 6,313,256,718 18,797,202 1,670,647,952 37: 
aan esi Ce ED «9. sic 085. o & 000 @ 0% 6 ewe Oe BR eres 390,.536.591 4.743.888 530,934,105 | 31 
eee Pee GRE CORES 6:5: -625 6 500 ance eden en ae eee 26,942,936 715.550 50.516.823 | | 
eek: WN III Cig ons, casio ei kale WS wees Se ahem 123,542,025 2,530,000 120,252,284 | 1 
Meenas NNER HE ig. BRN 30:55:55: 5.069% 45m: 91-6 iedw care wren eLeyeie yes 187.573.266 600,000 987,687,196 4 
ae ras ae Pemee: CE. Bad Oe Gitlin. v6.6. 6 cern cine olor wtreierelarns 903,578,466 11,122,512 806,121,692 13. 
aan I ao Pipi gd ead geld belgie Var RY dS al 301,333.035 2.476.013 271,713,104 | 6 
ieeannn Mamet Cae. COMO soos 6 sb.scis news seca eee sims 64,104,357 1,221,003 136,767,270 | l 
NE, TMA MN oh ora aan. abies Ae e Oe Re Rae Cm melee ome 54,081,495 405,360 95,926,918 
ee I Ie 5 anja scare ne 4 &, 94 52d 0 w dpe ae os-5 9 Sieh 2,264,718,441 44,104,340 3,827,553,955 32 
ee ONE AS ey |) ear er ae 182,726,158 1,303,255 379,590,299 | 7 
aN I? i aaa wher Whe Wi She Ww ARES COE ae 23,122,922 2.009.280 4,589,135 | 
International Business Machines Corp...................265 154,514,038 1,039,547 136,461,098 | 3 
DT, MER ns oc gi arae, wi dink grees HNC Mee tad Rb Siewiw ew arm arenes 192,475,493 1,675,213 139,937,368 | 2 
RI I 2 i Sra carl arc aniiins Sivas lon ab as aby. yah lee Baa ane ® 140,405,023 6,289,448 183,442,829 | l 
New York Central Railroad Co. (The).................2220- 2.102.431.268 6.447.413 736.886.116 | 12 
II RS Ue UMS cubis, Bie Ke Ok RARE T OS PREC R Oe 2.811,214.541 13,167,754 1,033,260.824 | 18 
Penne Sorvece Cares OF New Jesse y. oo cc cicciesecwe ewan diosa 753,.466.011 5,503,193 183,624,856 | 4 
Se PURI INU 0h accel erlan.nl:or'bigid& ar ele, re ae dhe Rai esO-s 2,.106.062,460 8,703,252 1,976,844,750 | 15 
Weeatimmamen: Eilesivie & MGS. Cain. 56 icc 6c iis hes Sesiwmnemnewanes 470,192,791 3,126,581 721,309,201 | 9 
Fe I OE cr Fe ling i200 5. oa are. & bowie AUP aielan eek enmirmterarels 272,242,996 9,750,000 443,244,554 3 

RS he eee Re eee Ne eRe ren na are $20.069.624,087 148,204,802 $14,632,1 18.446 — 








* Includes revenue stamp payments amounting to $279,337,832. 











Roster of Most Active Stocks 
Reveals Wide Variety 


‘TOCKS which surpass others in re- 
S spect to activity in buying and sell- 
ing may be rated as “popular,” a term 
having little to do with gradations of 
intrinsic value as investment analysts 
would arrange them. The 25 most ac- 
tive issues on the New York Stock Ex- 
change from January 1 to May 31 in 
this year of great decisions in the war 
were popular, it may be assumed, with 
seekers for capital gains more than with 
investors. The list on this page contains 
many which either pay no dividends 
or resumed payments recently. 

During the five months the full turn- 
over on the Stock Exchange was about 
iS per cent smaller than in the corre- 
sponding interval of 1943. This lessened 
interest in equities was pronounced 


among certain of the issues of the table, 


portionate prominence than a year be- 
fore. New York Central’s activity for 
example, Was approximately 25 per cent 
less this year than last, and the inter- 
est in Radio Corporation shares dropped 
off close to 75 per cent in the 5 months. 
At the same time, sales of Sinclair Oil 
increased this year close to 29 per cent. 
The increase in Engineers Public Ser- 
vice Was 22 per cent, and the volume in 


Houston Oil gained &9 per cent. 


On Even Keel 


Dealings in General Motors involved 
a turnover in the 5 months of about 23 
per cent less than in 1943, which, allow- 
ing for the general contraction of trad- 
ing interest, showed that Motors’ popu- 
larity this year was little changed from 


its situation last year; and UV. S. Steel's 


while others sprang 


into greater pro- 


sales were on an even keel with Motors’. 











. ° r R 
»mp | anies Listed on the New York Stock Exchange 
| Total Cash Ratio of Ratio of Taxes per 
ome | Dividends Taxes to Taxes to Share of 
All Tax Net Income Paid on Gross Net Common 

res | Payments After Taxes Common Stock Income Income Stock 
6.117 | $ 13,319,368 11,385,759 7,421,994 6.8% 117.0% $ 5.38 
7.952 | 372,935,917 177,769,009 168,478,335 22.3 209.8 19.84 
4,105 | 315,918,562* 22,534,201 14,566,459 59.5 1,402.0 66.59 
6.823 | 6,351,577 1,607,884 715.550 12.6 395.0 8.88 
2,284 | 12,110,450 8,700,687 6,578,000 10.1 139.2 4.79 
7,196 | 49,938,640 12,902,257 3,000,000 5.1 387.1 $3.23 
1,692 | 133,818,610 69,706,819 47,224,665 16.6 192.0 12.03 
3,104 | 60,036,009 26,270,403 12,380,065 22.1 228.5 24.25 
97,270 | 19,617,476 4,853,841 2,393,488 14.3 404.2 16.07 
26,918 7,334,494 2,310,148 1,216,080 7.6 317.5 18.09 
53.955 326,447,239 149,780,088 87,106,758 8.5 218.0 7.40 
90,299 | 76,992,011 15,585,737 2.606.510 20.3 494.0 59.08 
39.135 | 738,500 346,437 None 16.1 213.2 0.37 
1,098 | 31,773,360 9,204,885 6,224,289 23.3 345.2 30.56 
37,368 | 28,139,006 13,422,853 6,672,287 20.1 209.6 16.80 
42,829 | 18,296,167 10,597,362 7,547,337 10.0 172.6 2.91 
B6,116 | 122,682,726 62,734,050 9,671,091 16.6 195.6 19.03 
60,824 | 180.637.284 85.418,484 32,919,385 17.5 211.5 13.72 
24,856 | 44,748,546 15,908,040 5,503,193 24.4 281.3 8.13 
44,750 | 155.578,956 63,448,546 34,813,008 7.9 245.2 17.88 
09,201 | 99,123,785 21,959,497 12,502,665 13.7 451.4 31.70 
44,554 | 31,096,976 21,951,965 15,525,773 7.0 141.7 3.19 
—<$<—<$<———— | 

18.446 $2,107.635.659 $808,398,952 $485,066,932 14.4% 260.7 % $14.22 
le 











25 Most Active Stocks On 
Stock Exchange From 
Jan. 1 to May 31 


First Five 
Months, 1944 
1,304,100 
1,140,500 
1,003,700 


*979 700 


Issue 
New York Central 
Southern Pacific 
Inter. Tel. & Tel. 
Sinclair Oil Corp. 
Gulf, Mobile & Ohio 
Northern Pacific 


802.900 
767.800 
739,300 
716,000 
692,000 
687,800 


Engineers Public Service 
Radio Corp. of America 
Columbia Gas & Electric 
United Gas Improv. 
Common. & Southern 


647.900 
Erie RR cts. 640,400 
Miss.-Kan.-Tex. 7°. ptd. “A” 359600 
Socony Vacuum Oil 599 400 
Delaware, Lack. & West. 368,100 
Willys-( Werland 367.600 
Studebaker Corp. 361.300 


Am. & For. P. $7. 2nd pfd. “A” 559,800 


United Corp. 558.400 
Illinois Cent. 357,000 
General Motors 333.400 
United States Steel 547 S00 
Houston Oil 546,800 
Packard Motor Car 543,500 
Inter. Paper Co. 535,300 
*Includes volume of Consolidated Oil Cory Name 
changed May 21, 1943 


Sales of Illinois Central, on the other 
hand, increased 20 per cent in the pe- 
riod, and another rail, Gulf, Mobile & 
Ohio, saw the interest in its stock rise 
35 per cent. 

As would be expected, most of the 
active stocks were in the lower-priced 
ranges, some of them well down. 

Fourteen of the most active issues of 
1944 were also among the most popu 
lar stocks of the same 1943 period. 
Those appearing among the top 25 of 
last year but not this year were: Avia- 
tion Corp., Alleghany Corp., Seaboard 
Air Line, Graham-Paige, Warner Bros., 
Standard Brands, Curtis Pub., Amer. 
Water Works, Curtiss-Wright, Radio- 
Keith-Orpheum and Paramount. 

(The tabled stocks are named to illustrate the 


theme, uith no intention of suggesting pur- 


chases or sales.) 














Conservative View of Post-War 


National Income 


(continued from page 2) 


machines showed how production could 
be expanded under pressure. 

So conservative a projection as $113,- 
100,000,000 could arouse criticism that 
the imagination, bounded by statistical 
comparisons, does not envision enough 
work to afford employment to return- 
ing soldiers and sailors. The counter to 
such an objection would stand on two 


premises: 
Elements to Consider 


(1) If America’s part in war activities 
in 194t had been limited to production, 
without withdrawing hundreds of thou- 
sands of men from industry through 
military enlistments and the draft, em- 
ployment would have been active; 

(2) When the war ends hundreds of 
thousands of patriotic workers, of all 
ages, men and women, who have taken 
the place of soldiers and sailors behind 
the lathes and drills will return to ordi- 
nary occupations or retire from compe- 
ution. 


Again, it will not be necessary to 


“find jobs” for 11,000,000 men and 
women in the armed services. An esti- 
mate is not possible, but it may fairly 
be presupposed that several millions 
will return to the farms and to the 
places in industry they held before be- 
ing called into service, assuming that 
the business program is no more ambi- 
tious than it was in 1941; a moderate 
expansion of business over the 1941 
level, as this estimate provides, would 
create a demand for former employes 
and others. The military situation sug- 
gests that jobs will not be sought by 
the armed 


demobilized members of 


forces all at the same time, or even at 


approximately the same time. The men 
will become available in at least two 
return movements, following the end- 
ing of what are effectively two wars, 


in Europe and Asia, 


Military Needs 


Besides, the outlook for peace con- 
tains the provision of large military 
forces being maintained on land, sea and 
in the air to insure that, this time, 
peace does not waft itself away again; 
and this prospect entails the enroll- 
ment of many thousands of young men 
and women in army and navy, and in 
the civil establishment supporting 
them, for an indefinite period. 

Restraint in limiting expectations 
about the future national income and 
state of employment may be exercised 
without considering investments with 


Net 


comes, after taxes, if aggregating the 


a jaundiced eye. corporate in- 
$8,600,000,000 of the estimate annually, 
would still be twice the total calculated 
by the Department of Commerce in 
1937 and nearly 20 per cent higher than 
in 1929. In those years the prices of 
common stocks were considerably 
higher than at present and dividend in- 


come was not discouraging. 





The question naturally arises after a 
review of the foregoing estimate, which 
is bereft of arm-swinging emphasis on 
bigness as an early post-war hope: how 
could sufficient tax money be raised for 
government needs for war-debt service 
and so on without an enormous na- 
tional income? 

The critic is invited to look at the re- 


cent report by the Treasury Depart- 


ment on individual income tax-collec- 
10 months of the 
1944 fiscal year. The total collected, 


tions for the first 


$15,112,875,000, was more than double 
the amount turned into the Treasury in 
all of the 1943 year. The point of this 
record is not the amount, itself, but the 
manner in which the income tax was 
made so productive. Those 10 months 
saw income taxes on wages and salaries 
collected generally at the source for the 
first time. For the first time, the income 
tax collector reached into classes of in- 
comes he had never, in thousands of 
instances, touched since the income tax 
went into effect 30 years ago. 

Assume that the national income does 
recede from 1943's estimated $147,g00,- 
000,000 to an estimated $1 I 3,100,000,000 ; 
this would be about 24 per cent. A pro- 
portionate drop of individual income 
tax collections would be around $4,300,- 
000,000, estimating that the full 1944 fis- 
cal year brings in $18,300,000,000 on 
the basis of the first 10 months. The 
resultant sum would be about $14,000,- 
000,000, whereas the Federal Govern- 
ment’s needs after war expenditures 
cease are estimated at around $20,000,- 
000,000; and corporate normal and ex- 
cess profits taxes this year will bring 
in between $11,500,000,000 and $12,700,- 


000,000 on the first 10 months’ showing. 


Tax Reduction 


Applying the same estimates to cor- 
porate taxes as to individual income 
taxes—a reduction of 24 per cent for 
early post-war years—there would re- 
main 


about $23,000,000,000 of taxes 


from both sources 





allowing nothing 
for Federal income from other sources. 
If, as popularly estimated, the Govern- 
ment will require approximately $20,- 
000,000,000 annual revenue after the 
war, a national income of $113,100,000.- 
000 would leave room for further tax re- 
ductions than the foregoing calculations 
allow for, or provide for additional 


debt retirement. 
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Taxation’s Impact Revealed in Net Income 
of Companies on Stock Exchange 


HE incidence of war conditions 

upon earnings of corporations listed 
on the New York Stock Exchange re- 
ceived a fairly complete demonstration 
in results for the first quarter of this 
year. Taxation made its effects felt in 
some directions more extensively than 
in preceding quarters since Pearl Har- 
bor; also, the restrictive result of con- 
tract renegotiations was to be traced 
among individual companies which are 
contained in the exhibit by corporate 
groups in the table on this page. 

Again, as in recent conventional pe- 
riods for making corporate results 
known, reports were delayed by many 
companies with accounting perplexities 
to solve in connection with the details 
of heavy war orders. THe Excuance pre- 
sents figures announced down to June 1, 
but the 468 concerns included left many 
concerns with securities on the Stock 
Exchange unaccounted for. 

The 21 groups showed a decline of 
4.6 per cent as compared with the cor- 
responding three months of 1943. 

Taxes and increased labor costs, with- 
out offsetting freight rate increases, bit 
heavily into railroad net income, causing 
a decline of 24.3 per cent from results a 
year before. Still, the thriving state of 
this branch of the transportation busi- 
ness was disclosed in the fact that 51 of 
the 54 properties reported upon returned 
a profit for the period. Since 1940, the 
railroads had disclosed consistent gains 
in earnings by comparable intervals, 
quarterly or half-yearly, as traffic in- 
creased; so the figures for the quarter 
ended March 31 arouses the question 
whether or not net results may have 
passed their peak for the duration. 

In contrast with the carriers, the petro- 
leum group of companies, including 30 
of the 37 in the Stock Exchange list, 


First Quarter Results Note 
Decline of 4.6 Per Cent 
From 1943 


strode ahead strongly in respect to net 
earnings. The quarter brought a gain 
over 1943 of 31.5 per cent. The im- 
provement reflected, of course, the con- 
tinuing enormous demands for oil 
products for current war consumption, 
plus the building of stocks at scores of 
bases for future operations against the 
Axis on many fronts. 
Oil Earnings Rise 

The enormous consumption of petro- 

leum products in connection with the 


invasion of the European Continent 


Number Number 
Reporting Showing 


Industry To Date Net Profit 
POG = 6s ce OS 3 
Amusement 9 9 
Automotive ... . . 45 45 
Buuaime ..s.s.« IS 14 
Business & Office Equip. 5 5 
Ceemieel ci a iw el BS 15 
Electrical Equipment . 11 11 
| Pimaneciar . cs ss ss BO 20 
ROMS os ae oe Se 30 
Machinery & Metal . . 47 47 
[ee re 20 
Paper & Publishing . . 15 15 
Petroleum .... . 30 30 
meee sw ss so 51 
Retail Merchandising . 16 14 
Steel, Iron & Coke . . 32 31 
TORS os x ae ee ll 
| SROe 6 ee me se «OS 5 
All Public Utilities . . 27 26 
Foreign Companies ." 5 
Other Companies. . . 21 21 
All Companies . . . 468 158 


* Canadian companies only. 


NET INCOME OF 468 COMPANIES HAVING 
| COMMON STOCK LISTED ON THE NEW YORK 
STOCK EXCHANGE FIRST THREE MONTHS OF 1944 


—By Industrial Groups— 


from the West, coincident with thou 
sands of continuing aircraft sorties in 
Italy, India, China and the Southwest 
Pacific, reveal where the oil went in 
order to account for enlarged company 
income. 

A rise of 13 per cent in net earnings 
of the automotive group carried on the 
tendency which began to develop 
strongly in the third quarter of 1943; 
and the 15.8 per cent rise of amusement 
corporation revenue bore out earlier 
news reports of much activity in the 
motion picture field. Too few reports 
for a broad study are contained in the 


aviation grouping—covering only 4 


(continued on page 16) 


No. Showing Per Cent 
ios ve erenp tae igneme 
1943) Group Net Income (1944 vs. 1943) 

1 $ 5.691.000 —10.8% 
8 13.140,000 +15.8 
25 68,644.000 +13.0 
10 6.273.000 + 6.2 
3 3.993.000 — 3.7 
21 56.552,000 + 4.5 
7 9.463.000 + 7.1 
12 9.297.000 —11.8 
12 30.159.000 — 1.7 
24 16.055.000 + 1.1 
10 14.769.000 —16.4 
1] 7.443.000 +27.8 
24 60.820,000 +31.5 
11 131.003.000 —24.3 
7 7.142.000 — 9.5 
6 42.805,000 —12.6 
4 4.956.000 — 3.4 
2 1.178.000 — 7.5 
11 99.027.000 — 2.9 
0 11.442.000 —13.2 
12 6.499.000 +10.0 
221 $ 606.351.000 — 4.6% 














































THE PROSPECT 





By JOHN KALB 


EXICO is in’ need of large 

amounts of capital to develop the 
country and provide a livelihood for its 
population. Unfortunately, foreign cap 
ital has in the past not fared well in 
Mexico. In order to close the era of de- 
faults on long-term loans contracted in 
Great Britain and the United States, 
and of expropriation of foreign direct 
investments, and thereby prepare the 
ground for attracting foreign capital, 
the Mexican Government announced 
in March, 1943, a plan of settling its 
direct external dollar and sterling debr. 
This was followed in September, 1943, 
by an agreement between the govern- 


ments of Mexico and the United States 





on settling the claims of United States 
citizens arising from the expropriation 


of the oil properties in 1938. | 





In March, 1944, President Camacho 
said to a group of American corre- 
spondents: “On repeated occasions | 
have declared that foreign capital will 
be welcomed in Mexico, where it will 
find great opportunities if it agrees to 
meet the obligations outlined by our 
laws, which obligations, if compared 
with similar ones imposed by other 
countries, are decidedly generous.” 

Mexico's resources consist of the fol- 
lowing principal groups: mining, oil, 
agriculture, a growing tourist trade and 


Scenic waterfall symbolizes abundant water power. (Ce 
machinery at # ancient 


— 





Photos from CUSUIN( 


to a smaller extent, manufacturing. The 
backbone of the nation’s economy and 
the source of the bulk of its exports is 
mining. Minerals and petroleum prod- 
ucts account in some years for as much 
as 75 per cent of total exports. 
Market for Minerals 
The war caused a great demand for 
all kinds of minerals, especially after 
Pearl Harbor. The proximity of Mexico 
to the United States and the land route 
safe from submarine attacks gave that 
country a natural advantage in the 
United States markets. In response to 


higher prices, there has been a large 


water power. (Center) Drying Hemp. (Right) Modern 
inery at # ancient mine, 


increase in production of mercury, 
antimony, arsenic, zinc, molybdenum 
and manganese. The price of mercury 
has almost trebled since the outbreak 


of the war. However, the war demand 


‘eam . 





and the current high prices of minerals 
are not likely to continue after termina- 
tion of hostilities. 

About 65 per cent of the mining labor 


is employed by the gold and _ silver 





research. 





EFFECT OF WAR ON MEXICAN ECONOMY 


Booming business conditions in Mexico have been a product of 
World War II. Petroleum, copper, silver, zinc and other natural forms 
of wealth have been in large demand. Domestic and American capital. 
together with capital brought or sent by European refugees, is reported 
flowing into the southern country, reclaiming mineral resources and 
enlarging manufacturing facilities. The accompanying article, fol- 
lowing others recently published by THe ExcHance about principal 
South American countries, presents an economic picture of the neigh- 
boring republic as set forth by a member of a New York Stock 
Exchange firm with the aid of an outside specialist on Latin-American 




















mining industries, which produced in 
recent years about $60,000,000 of gold 
and silver annually in approximately 
equal amounts. While the price of gold 
at $35 per ounce is likely to be retained, 
and gold will continue to be used as a 
means of settling international accounts 
(there is even a possibility that some 
kind of a modified international gold 
standard will be established after the 
war), the future of silver as a mone- 
tary metal is dubious. The price of 
silver was raised to 35 cents an ounce 
by the United States silver purchase 
legislation which will probably be re- 
pealed after the war. In August, 1943, 
the United States raised the price of 
imported foreign silver to 45 cents an 
ounce, which meant additional $8,000,- 
000 of yearly income to Mexico from 
silver exports. The profitable mining 
of zine and lead depended during the 
prewar years on the price of silver which 
occurs along with these metals. Thus 
the abandonment by the United States 
of silver purchases for monetary pur- 
poses would mean the end of a ready 
market for unlimited quantities of silver 
at a fixed price as well as a sharp drop 


in zinc and lead mining activities. 


Silver Retained 

While Mexico’s production of silver 
in 1943 at 87,000,000 fine ounces was 
about 8 per cent greater than that of 
1942, exports declined owing to the 
utilization of 28,000,000 ounces for coin- 
age and the acquisition by the Bank of 
Mexico of probably an equal quantity 
in anticipation of later needs of the 
Mexican Mint. Wartime prosperity had 
increased the demand for currency, 
especially of silver coins which are be- 
ing hoarded. 

Since 1938, when the Mexican Gov- 
ernment expropriated the acreage and 
plants of the foreign oil companies, 
production and distribution of oil has 
been a government-controlled monop- 


oly administered by Petroleos Mexi- 


VALUE OF MEXICO'S MINERAL PRODUCTION 
(In thousands of pesos) 
Peso: 20.7 Cents 


% of 
Total, 

1925 1929 1932 1939 1940 1941 1941 

ree 32,726 27.156 28,721 144.881 164.482 136.006 21.9 
DE einacimscemeee 133.420 121,797 61,331 155,166 157.223 133.073 21.4 
Lead ......2+000. 68.413 77,444 30.695 125.415 122.607 102.138 16.5 
NE id iain Sian cevasea 15.969 54.963 12.904 79,029 91.111 128.711 20.8 
ee 32.654 66,534 14,163 52.666 51,511 56.359 9.1 
Mercury ........ 186 663 1.504 3.604 10,929 20,078 32 
Antimony ....... 1.227 1.244 671 10.845 20,757 16,922 2.7 
Cadmium ....... 2,421 346 6.536 8,288 9,056 1.5 
White Arsenic ... 973 1.740 1.092 2.433 3.600 4,988 0.8 
Molybdenum .... 3 14 4.486 2.889 4,249 0.7 
WOON ee roemar cs 1.530 1.530 325 7.179 3.770 2,988 0.5 
Other Metals .... 353 190 1,218 6.388 7,900 5,456 0.9 
| rrr 287.454 355.952 152.984 598.628 645,067 620.024 100.0 


canos, popularly known as “Pemex.” 
Production of oil declined from 42,- 
897,500 barrels in 1939 to 41,160,000 in 
1941, 32,955,000 in 1942, but increased 
slightly in 1943 to 33,795,000 barrels, or 
almost 92,600 barrels daily. Domestic 
sales increased from 164,000,000 pesos 
in 1938 to 292,000,000 pesos in 1943. 
Exports of oil rose from $8,984,000 in 
1938 to $16,000,000 in 1940, but declined 
1942. 
other drop in 1943. 


to $7,378,000 in There was an- 


Petroleum Plans 

The report of the “Pemex” for 1943 
states the lack of equipment and tech- 
nicians is responsible for the fact that 
no new oil fields have been discovered. 
The 1944 budget of the monopoly allo- 
cated $1,000,000 for drilling of 20 wild- 
cat wells in explored areas and 32 new 
wells in regions already under exploita- 
tion. 

The Petroleum Reserve Corp. of the 
United States has granted the Pemex a 
credit of from $9,000,000 to $10,000,000 
for the purchase in the United States 
of materials needed for enlarging the 
pipe line from Poza Rica to Mexico 
City and for the erection of a high- 
octane gasoline plant in Mexico City 
with a capacity of 1,000 barrels daily. 
The loan will be repaid in oil. 

In February, 1944, plans were an- 
nounced for the construction of two 
pipe lines across the Isthmus of Te- 


huantepec by the Army and Navy 


Petroleum Board of the United States. 
The projected lines, with an estimated 
daily capacity of 500,000 barrels of oil 
and oil products, are to be completed 
within a year, and will supply the 
Allied fighting forces in the Pacific. 


Agricultural Nation 

While mineral products account for 
the bulk of Mexico’s exports, about 70 
per cent of the people derive a liveli- 
hood from agriculture. Only about 8.5 
per cent of the land is arable, and 
probably not more than 4 per cent is 
regularly cultivated. The crying need 
is to put into cultivation additional 
large areas. This, however, cannot be 
accomplished without extensive irriga- 
tion projects and modern equipment to 
increase the productivity of the land. 
This in 


amounts of capital which would have 


turn would require large 
to be attracted from abroad. 

Some progress, however, is being 
made. The six-year irrigation program, 
begun in 1941, is expected to provide 
water for 1,750,000 acres by 1946. The 
recently completed El Azucar dam 
will make available a water supply for 
three districts near the Texas border 
embracing more than 150,000 acres. 
During 1943, the Banco Ejidal im- 
ported agricultural machinery, includ- 
ing 1,000 tractors, ploughs, cultivating 
and seeding machines, for the aggre- 
gate amount of 30 million pesos. The 


(continued on page 14) 








Bonds Maintain 


SURVEY of bonds listed on the 

New York Stock Exchange shows 
that many groups maintained a broadly 
stable price front for the 12 months ended 
May 31 last, in contrast with general ad- 
vances in the corresponding period up 
to May 31, 1943. At the same time, the 
railroad group continued to forge ahead, 
while public utility holding company 
issues also recorded a marked price im- 
provement. 

The average price of 100.62 for all the 
groups tabled below reflected a sturdy 
position of the list under stress of war 
conditions and despite occasional _re- 


newed discussions of inflationary forces 


Sturdy Front Amid Crises of War 


Infla- 


tion, in theory at least, reacts against the 


at work in the national economy. 
values of funded securities . . . inflation 
of the order most commonly empha- 
The fact that 18 


of the 28 groups, excluding foreign gov- 


sized in this country. 


ernment issues, were selling above par, 
on the average, on May 31, 1944, offers 
its own commentary on the slim re- 
sponse afforded in bond prices to infla- 
tionary comment. 

A feature of the 12 months lay in evi- 
dence that numerous corporations were 
taking advantage of substantial earnings 
and additions to working capital in or- 


der to retire their debt. New issues were 


added to the list, of course, but the net 
change was a reduction of 62 issues. 
Such 


funded securities were reflected to a de- 


signs of a dwindling roster of 
gree in the low yield offered by many 
corporate bonds, along with the effects 
of the generally low rental value of 
money and credit. 

The average railroad bond price of 
today was hardly contemplated as a pos- 
sibility for 1944 among investors of 4 
years ago. The average of 84.10 at the 
end of May indicated that a long list of 
first-grade mortgage bonds were selling 
above par; also that strong improvement 


had occurred among reorganization and 








U. S. GOWT (Incl. N. Y 
S. COMPANIES: 
Amusement 
Automobile 
Building : 
Business & Office Equipment 
Chemical “ Mme 
Electrical Equipment. 
Financial . es 
Food .. 
Land & Realty 
Machinery & Metals 
Mining (excluding iron) 
Paper & Publishing 
Petroleum 
Railroad . 
Retail Merchandising 
Rubber — 
Shipping Services 
Steel, Iron & Coke 
Textiles 
Tobacco 

UTILITIES: 
Gas & Electric (Operating) 
Gas & Electric (Holding) 
Communications 
Miscellaneous Utilities 


MISCELLANEOUS BUSINESSES 
TOTAL U.S. COMPANIES 
FOREIGN GOVERNMENT . 
FOREIGN COMPANIES 

ALL LISTED BONDS . 








. State, Cities, 


U. S. COMPANIES thee aia ABROAD 


Number of bond issues listed May 31. 1944 


12 MONTHS’ CHANGES IN STATISTICS OF BONDS LISTED ON THE 
NEW YORK STOCK EXCHANGE — BY MAJOR GROUPS 


As of May 31, 1944 


M’k’t Val. Av. Price 
ete.) ..  $76,925,561.425 103.31 
7.425.000 99.00 
7,799,500 102.63 
13,295,750 101.49 
15,975,000 106.50 
14.366.625 103.42 
20,275,000 101.38 
48.421.816 102.93 
256.702.579 16.54 
10,951,140 92.58 
35.261,577 102.32 
92.403,666 70.56 
33.674.486 103.68 
630,818.625 104.13 
8.163.831,134 84.10 
13.143,874 96.13 
69,359,683 104.33 
19.132.873 89.91 
408.179.512 103.02 
36.618,750 104.63 
172,753,535 105.42 
3.172.989.517 108.76 
60.899.841 108.91 
1,175,375.890 112.46 
101.098.158 69.97 
151.331.718 85.25 
31,350,550 106.17 
14,793.435.799 92.55 
1,373.532.064 68.50 
756,725.526 91.81 
$93.849.254.814 100.62 


1.065. 


Number of bond issues listed May 31. 1943-—-1.127 








| 

| 

| 

As of May 31, 1943 
M’k’t Val. Av. Price 

$64.255,029,362 104.30 
38,597.448 103.36 
10,816,422 102.49 
10,713,470 100.04 
15,581,250 103.88 
76,662.226 104.51 
36.650,000 104.71 
57,616,413 102.78 
214,608,478 105.54 
10,949,010 81.49 
37,569,724 100.74 
99.583,782 61.69 

41,103,466 101.83 | 

592,455,674 104.47 || 

7.625,095,527 75.15 || 

12.567,681 88.97 | 

75,574,158 104.00 


20,937.084 76.09 
101.01 1} 


492.021.186 
37.792.420 104.13 || 
154.673.199 106.41 | 
3,361.598,129 108.60 || 
95.099.678 103.38 l| 
1.233.301.839 110.24 1] 
91.803,221 63.05 | 


138.420.814 76.53 


31.292,510 105.35 
14,624,929,649 86.76 
1.410,184,528 65.04 
758.400.291 89.31 
$81,048.543.830 99.47 














border-line bonds. The average revealed 
an advance of more than 12 per cent for 
the period, Recognition of the improve- 
ment of railroad finance since 1939 was 
noted recently in a study by the Securi- 
ties and Exchange Commission. In point 
of working capital growth, the Com 
mission pointed out, the carriers scored 
an increase of 300 per cent from 1940 to 
1943, inclusive, the up-sweep amounting 
to $1.200,000,000. The average of all 
corporations studied was 70 per cent. 

It was among railroad issues that debt 
retirement was most active during the 
cited period. This process is making 
further inroads upon the supply of out 
standing bonds, not only through nor 
mal refunding operations and open 
market purchases by the issuers, but also 
by means of heavy scaling down of 
funded capital issues in course of reor 
ganizations. These were some of the 


large retirements during the period: 


Railroad Retirements 
New York Central 3%4 per cents of 
1Q40, $25,955,000; Southern Pacific 234, 


3 


per cents of 1946, $33,639,000; Allegheny 
Corporation modified 5 per cents of 1944, 
$22,642,000, Other notable issues to dis- 
appear from the Stock Exchange list 
through retirement by issues were Para- 
mount Pictures debenture 4 per cents of 
1950, $21,543,700 and Bell Telephone of 
Penna. 5 per cents of 1948, $35,000,000. 
The designation of “Shipbuilding and 
Operating” which formerly marked a 
group of bonds in Stock Exchange tabu- 
lations was eliminated when the Atlan 
tic, Gulf & West Indies Steamship bonds 
to a total of $1 1,472,000 were retired. 
The recession of about a point in the 
average price of listed government and 
municipal bonds in 12 months could be 
reckoned as moderate in view of the 
extent to which United States Govern- 
ment issues weighted the total. The in- 
crease of more than $12,600,000,000 in 
this group of listed securities was ac- 


counted for mainly by large additions 


12 


of War Loan bonds; with huge new 
issues coming along from time to time, 
the price has maintained an impressive- 
ness sturdiness all along. 

Groups to maintain a stalwart price 
front were automotive, with a price, on 
the average, of 102.63 on May 31 last; 
financial, 102.93; petroleum, 194.13; rub- 
ber, 104.33; textiles, 104.63; gas and elec- 
tric operating properties, 108.76. Sub- 
stantial gains were recounted by land 
and realty issues at 92.58; mining (ex- 
cluding iron mining), 70.56; retail mer- 
chandising, 96.13; shipping _ services, 
Sg.gt. Chemical, electrical equipment 


and tobacco issues were marked by rel- 
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atively slight decreases of average price. 

A gain of nearly 3% points in the 
average price of foreign government 
listings left the figure still under 7o. 
This price, however, absorbs numerous 
issues selling under 20. Such bonds, in 
the viewpoint of bond specialists, afford 
a significant field of study in view of 


the progress of United Nations’ arms. 


Market Contrasts Set 
By Great War News 


cy both D-Day, June 6 this year, 
and the day when news came of 


Mussolini's removal from power—July 
26, 1943—the world-shaking facts were 
known before dealings in the stock mar- 
ket began. On the earlier occasion, im- 
mediate selling took place and offerings 
were sufficiently in excess of the demand 
to cause sharp reactions. On D-Day sell- 
ing was also heavy, resulting in the larg- 
est turnover of stocks on the New York 
Stock Exchange in nearly 7 months; 
but the demand was able to absorb the 
offerings so ruggedly that prices scored 
a fairly general advance. 

Contrasts between the two sessions 
are illustrated in the following table of 
15 representative stocks: 

Contrast of Price Changes 


on D-Day and Day After 
Mussolini's Eclipse 


June 6, 1944 July 26, 1943 

Last Day's Last Day's 

Price Gain Price Decline 
Amer. Can 9034 114 86 214 
Amer. Tel. & Tel.. 16078 le 157% 14 
Beth. Steel 5814 4 6214 21¢ 
Ches. & Ohio... 46 yy 1734, 2% 
Dow Chemical 123144 2% 143 13 
du Pont. 151 1% 152 2 
Gen. Electric... 353 4g 38 14 
Gen. Motors. 61 1 54 8 
Goodrich 4914 We 4134 14 
Int. Harvester . 75% 7g 70 llg 
Kennecott . 30g le 3234 
Mont. Ward. 1634 4g {8 ly 
Stand. Oil (N.J.). 5614 4 59 4 
Union Pac.. ..109 2 95 ~ 
U. S. Steel 52 14 5614 


The price movements record a re- 
versal of market sentiment between the 
day when Italy fell away from Ger- 
many’s side and the day when the inva- 


(continued on page 16) 
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ALL 


HE economic pattern of post-war 
J jae and depression periods, or 
these phenomena mentioned in reverse or- 
der if the student prefers it, has been 
much the same following great conflicts 
ever since the Napoleonic wars. It might 
be that similar developments would be 
traceable from the Napoleonic wars back 
to the Punic Wars had sufficient data come 
down through the centuries. 

What will be the experience of the 
world, and America, in years following 
the present global conflagration? Much 
public comment is anticipatory of business 
stimulation as an early happening after 
hostilities cease. This would fit the pat- 
tern of the stretch from 1919 to 1921, with 
a secondary upturn somewhere along the 
line as from 1923 to 1929; as in 1866, after 
the War between the States; as in 1847, 
after the Mexican War; as in 1816-18, 
after the War of 1812; as in 1795 and 
1796, following the Revolution. 

7~ Ed * 

In these modern days of research, how- 

ever, public comment seems to be as fully 











eccupied with conjecture about depressions 
which in the past have offered a kind of 
“compensation” to booms in the trail of 


destructive wars. How severe and of what 
length may reactions after expansions 
prove to be? The answers, of course, lie 
in the lap of the gods, but a New England 
investor has taken the trouble to delve into 
the product of the Great Depression of the 
1930’s to see whether a guide may be 
found respecting the categories of general 
funded securities which withstood this 
dislocating collapse the best. 

In the table which tollows, sent to THE 
ExcHance by Charles Reed Sanderson, 
Norwalk, Conn., domestic government 





BOND STATUS SURVEY IN DEPRESSION OF EARLY 1930's 


In Default 





Number or Partial Per 

Examined Default Cent 

Securities of foreign countries or enterprises.. 467 309 66.0 
Securities of real estate or related enterprises 404 279 69.0 
Railroad securities 968 149 15.4 
Traction Issues 148 47 31.8 
Iron Mining 26 11 42.3 
Steel & Iron (non-mining ) 63 14 22.2 
Investment Trusts 58 6 10.4 
Telephone Companies 117 9 yg 
Water Companies ; ; bi7 2 By 
Public-Util. (Non-Holding) Companies 915 62 6.8 
Public-Util. Holding Companies 234 82 35.0 
Oil Companies . . 27 2 7.4 
Chemical Companies 8 0 0.0 
Miscellaneous 1,256 338 26.9 
4,808 1,310 Bay ob 


bonds of all classes are omitted. Mr. San- 
derson traced the experience of many 
other groups in a standard manual of 
statistics. His search dealt with the situ- 
ation of 4,808 bonds as of July 31, 1934, 
two years after the secondary reaction 
subsequent to World War I had reached 
the bottom of the trough. 

The recitation of parts of this segment 
of securities market history is painful, but 
such an investigation as the tabular mat- 
ter reveals has merit for inquiring in- 
vestors. Although the blight of a terrific 
business reversal fell heavily upon some 
groups, others are seen to have been 
rugged, indeed. The study naturally 
plants the seeds for reargument of an old 
question: are bonds, considered broadly, 
more advantageous for an investor than 
high-grade stocks? Mr. Sanderson is in- 
clined toward the negative. He writes: 

“It is true that many, even good-grade, 
stocks cut or passed or paid irregular 
dividends for a time, but there was always 
the chance of higher dividends later. It 
is also true that years of litigation over 
numerous bonds, causing expenses to ac- 
crue against assets; furthermore, the hold 
ers had to go a much longer time without 
income than in case of holders of ‘good’ 
stocks; and the holders frequently re- 
ceived in exchange securities of less value 
and drawing less income than the original 
investment produced. 


* * * 


“It is true that many ‘good’ stocks de- 
preciated in market value to as much as 
one-hfth or even one-tenth of their pre 
Depression high prices, although the best 
intrenched preferreds held up better than 
common issues. But it is also true that 
perhaps a thousands bonds depreciated in 
market value with like precipitancy and 
to a similar extent. Often, of course, de- 
faulted bonds sell at a fraction of what 


(continued on page 16) 











The Prospect 
In Mexico 
(continued from page 10) 


index of the volume of agricultural pro- 


(1934 


139.8 in 1941 and 146.1 in 1942. 


duction 100) increased to 

Despite the lack of extensive deposits 
of coal suitable for low-cost extraction, 
Mexico ranks as one of the important 


manufacturing nations of Latin-Amer- 


ica. A 


establishments 


large number of industrial 


operate with electric 
power generated to a great extent by 
hydroelectric plants. While production 
of electric power has increased from 
about 32,000 kilowatt hours in 1g00 to 
over 1.4 billion in 1932 and to 2.6 billion 
kilowatt hours in 1942, there is a short- 
age of power. It is estimated that only 
about 5 per cent of Mexico's potential 
hydroelectric power has been devel- 
oped. Although there is some heavy 
industry, most of the enterprises pro- 
duce consumer's goods almost entirely 
for the domestic market. 

The scarcity of manufactured prod- 
ucts since the outbreak of the war, and 
particularly after Pearl Harbor, caused 
the existing industries to institute 
capacity operations and stimulated de- 
velopment of new industries. Mexico 
is handicapped, however, by the lack of 
machinery for new plants and replace- 
ment of worn-out and obsolete equip- 
ment. Practically all industrial machin- 
ery and tools must be imported, but 
the war made it virtually impossible 
for Mexico to obtain the equipment, 
except to the extent the United States 


was able to supply it. 


Encouragement to Industry 
The Government is encouraging the 
industries by 


establishment of new 


granting partial tax exemption, 
waiving import duties on needed ma- 
chinery and by high customs duties on 
commodities competing with domestic 


products. The construction of new en- 
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terprises and expansion of existing 
plants is being financed with repatriated 
Mexican from the 
United States, capital brought in by 


capital, chiefly 
European refugees, and by the inflow 
of new capital from the United States. 

The country as a rule, has an excess 
of exports over imports, but a substan- 
tial part of the favorable trade balance 
goes to foreign capital invested in 
Mexico. Following the expropriation 
of the foreign-owned oil properties, the 
portion of the trade balance accruing 
to Mexican capital has increased from 
34.2 per cent in 1939 to 47.9 per cent in 
1940 and 64.7 per cent in 1942. 

About go per cent of the country’s 
foreign trade in 1943 was with the 
United States, and most of the remain- 
ing trade was with Western Hemis- 


phere countries. 


The Balance of Payments 

As a debtor nation, Mexico should be 
able to cover, with current income, not 
only the recurrent payments abroad 
such as interest, profits and dividends, 
but also have a favorable balance on 
current account. This balance could 
be applied to repayment of debt held 
abroad and repurchase of foreign in- 
vestments in Mexico. In 1942, however, 
Mexico’s payments on current accounts 
exceeded income by 190,500,000 pesos. 
This deficiency, as well as the with- 
drawal of 20,000,000 pesos by Axis sub- 
jects, was met by an inflow of new 
capital in the amount of 220 million 
pesos. Thus new capital investments 
made by foreigners enabled Mexico to 
meet its payments abroad in 1942. In 
the absence of an influx of capital, 
Mexico would have had to draw on its 
monetary gold stock, which would 
have weakened the currency, or borrow 
abroad, or prohibit remittance of divi- 
dends and profits to foreign investors. 

In order to prevent the growing bank 
deposits from feeding the flames of in- 


flation, the Bank of Mexico was author- 


ized to raise the reserve requirements 
of the banks from 20 per cent to a 
maximum of 50 per cent, subject to 
approval by the Secretary of Economics 
and Public Credit. The reserves of the 
banks in Mexico City (these banks 
hold the bulk of the deposits) were 
raised to 21 per cent on February 28, 
1942, and subsequent increases brought 
the reserve requirements to 33 per cent 

1942. The reserves 
of the banks outside Mexico City were 
The 


against savings deposits was fixed at 10 


as of October 20, 


raised to 25 per cent. reserve 
per cent. 

The constantly rising prices, how- 
ever, have caused the Bank of Mexico 
to raise again the required reserves to 
45 per cent for the Federal District as 
1944. 


that this measure has sterilized addi- 


from January 2, It is calculated 
tional 100,000,000 pesos of deposits. The 
tying up of almost one-half of the de- 
mand deposits in compulsory reserves 
restricts greatly the available amount of 
credit mainly to merchants. The rate 
of interest for short-term transactions 
fluctuates between 7 and 8 per cent. 

In his annual report on the “State of 
the Nation” the President of Mexico 
stated that the 1944 budget of 1,100,- 
000,000 pesos—the largest in the history 
of the country—would be financed 
without loans with a view of curbing 
inflation. The President also announced 
that the Government intended to take 
the following direct action on prices: 


To import articles of prime necessity, 
selling them at less than cost, if nec- 
essary, in order to maintain prices at 
a reasonable level. 

To restrict exports of consumer goods 
in order to assure adequate supplies 
for the Mexican population. 

To make ceiling prices effective. 


Mexico had budgetary deficits since 
1936. The 1944 revenues and expendi- 


(continued on page 16) 
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HAT an old and familiar method 
of merchandising can become a 
distinct novelty and be as productive as 
novelties often are, is indicated in con- 
nection with the financial community’s 
sales in the Fifth War Loan campaign. 

Brokers and dealers of the New York 
area engaged to distribute at least 
$600,000,000 of the “basket” of bonds 
through a syndicate agreement much 
similar to their ordinary arrangement 
when a group undertakes to sell a block 
of corporate securities, In making allot- 
ments, based on the individual firm’s 
record in preceding War Loan cam- 
paigns, the syndicate managers wrote, 
with a touch of stimulating irony: 

“If we err (in setting the amount of 
participation), we hope the error is one 
of underestimation, in which case you 
may have the novel experience of ask- 
ing for a larger participation and get- 
ting it. If you feel either participation 
to be too high (in respect to the total of 
bonds or the number of subscriptions), 
as sometimes happens, you may apply 
to the Syndicate Manager of your team 
for a reduction. We expect no such 
applications, but for once we want you 
to be happy.” 

The result of these options on June 
12, the day the drive began? Two firms 
asked for increased participation 
one, down for $25,000,000, requested 
$60,000,000; another on the list for 
$900,000 asked to be allotted $5,000,000. 
Nine firms exceeded their allotment on 
the first day in respect to sales in dol- 
lars; another exceeded its participations 
in both dollar sales and number of 
purchasers. 

All New York Stock Exchange firms 
joined with the other dealers and bro- 


kers of the city in forming the largest 


Fifth War Loan Sales Stimulated 
by Familiar Syndicate Method 


syndicate ever arranged for an invest- 
ment undertaking, an enterprise in 
keeping with the largest piece of financ- 
ing ever launched in this country. 

The syndicate method creates sales 
rivalry of the kind which brokers and 
dealers are used to; hence, a heavy 
oversubscription of the financial com- 
munity’s quota is awaited. 

“A strong start marked the cam- 
paign,” said William R. White, director 
of the Banking and Investment Divi- 
sion of the War Finance Committee of 
New York, “and the thought of estab- 
lishing the drive on a syndicate plat- 
form was a real contribution to sales 
methods. Brokers and dealers have 


their regular customers and know 
where they can be found without any 
lost motion. Healthy competition both 
for volume and total of subscribers has 
imparted vigor into the drive; and out- 
standing results will receive proper 


attention, 


“Four times during the campaign the 
10 leaders among participating houses 
will be announced. Under the syndi- 
cate agreement, sales figures will be 
filed with the banks which will make 
reports to the Syndicate Managers 
showing respective participations at- 
tained by each syndicate member. The 
form and spirit of conventional financ- 
ing, geared up to the immense require- 
ments of the Government and in keep 
ing with the urgency of developments 
on the war fronts, have imparted power 
to the drive.” 

The syndicate method for War Loan 
sales was applied first by Southern Cal- 
ifornia brokers and dealers and worked 
so effectively that the Boston area 
adopted it for the Fourth Loan. With 
466 firms in New York joining forces 
under experienced sales direction, a 
more complete coverage of the com 
munity is anticipated than in any pre- 


ceding War Bond campaign. 


Fifth War Loan Rally as Seen From N. Y. Stock Exchange 
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Mar ket Contrasts Set 
By Great War News 


(continued from page 12) 

sion of Europe from the West began. 
Yet both days stood as mileposts on the 
road to victory and were so interpreted 
by participants in the securities market. 
A significant step toward peace in July 
of last year unsettled securities holders; 
a more significant step on D-Day ap- 
peared to impart confidence to the own- 
ers of securities, Why this difference? 

Mussolini's fall came as a surprise; the 
invasion in the West had been awaited. 
The former event caused something of 
a shock, the latter had been prepared for. 
Still, in both instances the devoutly 
hoped-for ending of war in Europe was 


brought nearer. 


Effort on Sentiment 

Last July the collapse of Italy had an 
undue influence on sentiment as a har- 
binger of peace; it was not ftorseen that 
that country would become a_hard- 
fought battle ground. Rather, a market 
following, and many investors, presup- 
posed that the Balkans might fall out of 
the struggle soon and the loss of allies 
would cripple Germany sufficiently for 
a quick defeat. Peace was longed for 
but had not been prepared for a year 
ago. Investment and speculative calcu- 
lations, in many instances, were, there- 
fore, adversely affected and individuals 
elected to step aside until they could re- 
orient themselves to the probable effects 
that an early peace would have on their 
situations. 

Since last July considerable prepara- 
tion has been made for the incidence 
of peace. Investment programs have 
been carefully studied in the light of a 
vear's developments since peace became 


more than an expectation. 


Small (Ex)change 


(continued from page 13) 


will ultimately be recovered, but that is 


also true of unduly depressed stocks. 
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Stocks can recover a great deal, defaulted 
bonds only a little in comparison.” 

Bond specialists would probably chal- 
lenge this last contention, referring to 
strong price recoveries of numerous de- 
faulted railroad bonds these last 3 years. 
Price movements are a matter of degree 
and perhaps of definition as respecting 
individual points of view. It is not Tue 
EXCHANGE’s intentiton to foment contro- 
versy, but to present in the tabled record 
material for survey and review as inves- 
tors try to look beyond the war clouds 
into the future of investment selection. 


Taxation’s Impact 
On Net Income 


(continued from page 7) 
companies of the 21 on the Big Board— 
but a contrast of the initial 1944 quarter 
with preceding ones since war demand 
swelled would not necessarily be indica- 
tive of a positive trend. The fortunes of 
war could find reflection in aircraft pro- 
duction in a long and furiously-fought 
conflict more than in some other lines 
of war implement production, For the 
4 companies a decline of 10.8 per cent 
in net was reported, 

The construction industry noted an 
improvement of 6.2 per cent in net 
profits, 15 of 24 listed concerns being 
This 


improvement marked something of a 


involved in the group report. 
reverse of the trend since military in- 
stallations began to taper off last year. 
An upswing of chemical and electrical 
equipment corporations was also against 
the broad trend of 1943, these depart- 
ments evidently disclosing the product 
of high-scale production as the accumu- 
lation of materials and engines of war 
occurred for use at sea and on many 
battle fronts, 

The mining group again noted a de- 
cline—16.4 per cent—although all except 
1 of 21 companies showed a profit for 
the quarter. The steel and iron roster 
evidently felt the impact of rising costs 
and taxes upon prices which have 


changed little since Federal controls 


came into play; the quarter’s decline 
from the corresponding 1943 stretch was 
12.6 per cent, with 32 of 37 companies 
reporting and all but one being in the 
black. 

The percentages of reporting com- 
panies to show improvement over 1943 
was informative in several instances, 
Thus, 56 per cent of the automotive con- 
cerns did better in point of net earnings, 
while 67 per cent of the building con- 
struction concerns, 47 per cent of the 
chemical, 64 per cent of the electrical 
equipment, 51 per cent of the machinery 
and metal and 80 per cent of the pe- 
troleum groups did better than a year 


before for the same interval. 


The Prospect 
In Mexico 


(continued from page 14) 
tures are budgeted at  1,100,000,000 
pesos. The Government not only does 
not expect to borrow new funds but in- 
cluded in the expenditures repayment 
of 200,000,000 pesos to the Bank of 
Mexico. Service of the public debt in 
the amount of 284,400,000 pesos is the 
largest single item in the 1944 budget 
accounting for 25.85 per cent of total 
expenditures. Railways and highways 
have been allotted 200,000,000 pesos or 
18.19 per cent, while national defense 
absorbs only 14.5 per cent of total ex- 
penditures or 160,000,000 pesos. The 
high percentage of debt service is due 
to the dollar and sterling debt settle- 
ment agreement announced in March, 
1943. 

On March 31, 1943, the International 
Committee of Bankers in Mexico an- 
nounced that the November 5, 1942, 
Agreement between Mexico and _ the 
Committee has been ratified by the 
Mexican Congress. The agreement cov- 
ers only Mexican Government securi- 
ties. No offer has been made as yet to 
Railroad 


bonds outstanding in the _ principal 


resume service of Mexican 


amount of $287,150,000. 
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MONTH END DATA MAY APRIL MARCH MAY 

Shaves Etteoe «se ee ee we 2 1,493 1,494 1,492 1,470 
Share Issues Exssted.. 2... = « « « «& «=» QGNoed 1,243 1,241 1,243 1,234 
Par Value of Bonds Listed . . . . . . (Mil. S$) 93,272 95,013 95,409 81,479 
Bond Issues Listed. . . «. - + » « « QNo) 1.065 1,074 1,087 15127 
Total Stock and/or Bond Issuers. . . . . (No.) 1,189 1,192 1,194 1,196 
Market Value of Listed Shares . . . . . (Mil. S$) 50,964 48,671 49,422 48,438 
Market Value of Listed Bonds . . . . . (Mil. $) 93,849 95,305 95,713 81,048 
Market Value of All Listed Securities . . . (Mil. S$) 144,813 143,976 145,135 129,486 
Flat Average Price—All Share Issues . . . (S$) 47.41 45.76 46.40 45.07 
Shares: Market Value — Shares Listed . . . (S$) 34.14 32.59 33.12 32.96 
Bonds: Market Value—— Par Value . . . . (S$) 100.62 100.31 100.32 99.47 
Stock Price Index (12/31/24—100) . . . (%) 67.4 64.3 65.3 65.6 
Shares in Short Interest* .. - « (¥hee) 1,181 1,091 1,028 980 
Member Borrowings on U. S. Gov’ t Sista - « CMil.$) 188 228 260 197 
Member Borrowings on Other Collateral . . (Mil. $) 467 468 487 424 
Per cent of Market Value of Listed Shares} (%) 0.92 0.96 0.99 0.87 
Member Borrowings—Total . . os «ss GS) 655 696 747 621 
N. Y. S. E. Members’ Branch Offices . .« » Ges 785 786 783 757 
Total Non-Member Correspondent Offices . (No.) 2,314 2,310 2,311 2,338 


DATA FOR FULL MONTH 


Reported Share Volume . . . = & « Som) 17,228 13,847 27,643 35,052 
Daily Average (Incl. Seamless “CCE 663 577 1,024 1,402 
Daily Average (Excl. Saturdays) . . . . (Thou) 723 653 1,107 1,563 
Ratio to Listed Shares .. ~ « G&) 1.15 0.93 1.85 2.39 

Total Share Volume (Incl. Odd Lots)# - »« €¥bou) 21,247 18,440 34,868 44,562 

The ee Money Value of Total Share Sales* . . . . (Thou.$) 577,719 471,141 831,489 823,194 

re on Reported Bond Volume (Par Value) . . . (Thou. 213,749 191,157 260,533 343,226 

aor, Daily Average (Incl. Saturdays) . . . . (Thou. 8,221 7,965 9,649 13,729 

; Daily Average (Excl. Saturdays) . . . . (Thou.§$ 9,033 8,936 10,403 15,398 
rch, Ratio to Par Value of Listed Bonds . . . (%) .227 .201 271 44S 
Total Bond Volume (Par Value)* . . . . (Thou. 218,886 206,364 286,625 404,339 

Money Value of Total Bond Sales*. . . . . (Thou.$ 153,442 133,606 169,339 199,696 

N.Y.S.E. Memberships Transferred . . . . (No.) 1 5R 6 3 

an- Average Time 2 cs lll tlt tlle GD nominal 50,667 50,250 48,000 

942, * Items are as of ledgers which normally reflect transactions up to the close of the second full preceding business day. 


the : + Ratios of member borrowings on other collateral to market value of listed shares. This ratio figure is not compar- 


able to the ratios published prior to May 1943. To obtain ratios comparable to those previously published, the total 
the ; member borrowings should be divided by the market value o. all listed shares. 
: R- revised 
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Your Privilege to Invest in Victory 


Through Purchases of Bonds 


OF THE 


FIFTH WAR LOAN 


UNITED STATES 


OF AMERICA 








The National Goal 








716,000,000,000 
Divided Between 
$6,000,000,000 Subscriptions 
by Individuals... 10,000,000.- 
OOO by Corporations, Insur- 
ance Companies, Savings Banks 
(but not Commercial Banks) 


and Institutions. 





— Period of the Sales Campaign—- 


JUNE — JULY 


All subscriptions for Series E, F and G 
Savings Bonds and Series C Savings 
Notes, Received Between June 1 and 
July 31 Will Be Credited To The Drive. 


Broad Choice for Investors 


214 Per Cent Bonds, Due March 15, 
1965-70; 2 Per Cent Bonds, Due June 
15, 1952-54; 114 Per Cent Notes, Due 
March 15, 1947; % Per Cent Certifi- 
cates Due June 1, 1945. 











For Service in Subscribing for Fifth War Loan Bonds Employ the 
Offices of Member Firms of The NEW YORK STOCK EXCHANGE 








